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COMPTROLLER GENERAL OF THE UNITED STATES 

WASNINOTON. O.C. lLolcu 

B-199560 

The Honorable Irvine H. Sprague 
Chairman, Board of Directors 

c@ 
ID,d 

Federal Deposit Insurance 
Corporation A" 

Dear Mr. Sprague: 

We have completed an audit of the accompanying financial statements 
of the Federal Deposit Insurance Corporation for the year ended Decem- 
ber 31, 1979. We made our examination pursuant to section 17(c) of the 
Federal Deposit Insurance Act (12 U.S.C. 1827). 

We examined the Statement of Financial Condition of the Federal 
Deposit Insurance Corporation as of December 31, 1979, and the Related 
Statements of Income and the Deposit Fund, Changes in Financial Position, 
and Analysis of the Deposit Insurance Fund. Our examination was made in 
accordance with the Comptroller General's standards for financial and 
compliance audits. We included such tests of the accounting records and 
such auditing procedures as we considered necessary in the circumstances. 
To the extent possible, we supplemented our audit procedures by using 
work of the Corporation's internal auditors. 

In our opinion, the financial statements referred to above present 
fairly the financial position of the Federal Deposit Insurance Corpora- 
tion at December 31, 1979, and the results of its operations and changes 
in its financial position for the year then ended, in conformity with 
both generally accepted accounting principles and the accounting princi- 
ples prescribed by the Comptroller General applied on a basis consistent 
with that of the preceding year. 



B- 199560 

The deposit insurance fund of about $9.8 billion at December 31, 
1979, represents net income accumulated since the fund's beginning in 
1933 and is available to meet future losses. We believe the fund is 
financially sound and adequate to meet potential losses that might 
result from problem conditions known to exist in specific insured 
banks at the end of 1979. Whether it would be adequate during future 
periods depends on economic conditions and, therefore, is currently 
undeterminable. 

We are sending copies of this report to the Director, Off+ce of 
Management and Budget, and to the Secretary of the TreasuryA 

Comptroller General 
of the United States 

Enclosures 
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SCHEDULE 1 SCHEDULE 1 

COMPARATIVE STATEMENT 
OF FINANCIAL CONDITION Iln thousends) 

ASsETS: 

Decembar 31, December 31, 
1979 1978 

cdr (GAO notes 1 and 2) 4 l.Wj ) 4.343 

U.8. aovanment obllgatlow (Not. 11 
securitloa al @lnorllt@d cost 9.449596 8,210,441 
Acuwd intuoot 186,611 162.720 

TOWI 9.636.106 8,373,161 

tcrulty In ameta mogulrod from doeoolt pwofl 
oenoondlrmmdba6c8drtoduKkr 
smtlon 13(o) ot tha FOI M: 

Dopodtom claim9 paid 31,676 33,980 
thposlton’ &ma unpeid 802 861 
Lomrtimutapurchoaad (GAO notes 1 and 2) 746,583 940,309 
keota purchased outrbht 18,391 19,104 
Notr pwchasad prur accrued interest (Note 3) 133,627 135,568 
Lou rlbwanca for los88s (Note 2) 267,384 273,949 

TrJtd 673,696 866,873 
-- --.-~--~ ---_-- _. -I_--- 

Equl* In rrwta mqulred from Inaurod bank8 
arrlotul undu Soctlon 13kd of the FOI Act: 

Aarts purchrsod outri9ht 22,143 23,936 
Notr purchased plur accrued intereat (Note 4) 37,000 37,028 
Leas slbwanca for losam (Note 2) 20.000 20,700 

Tot.1 39,143 40,264 
------.----_- ..-- ----- .-. ..- _-- --.. 

Ml~loneow are&a (Not. 61 2,766 2,769 
w-v- .-_.___.____ 

lard ad offlm buwng, low dofJwa&th 
01) building 8,148 6,283 

-- -- 

Total Ameta $10.369.390 W&282,683 

Tha accompanying aumnuwy of significant pokirr and notes to financial statements are an integral part of 
theBe rtatomentr. 

Our opinion on this statement appears on page 1 of the letter. 



SCHEDULE 1 SCHEDULE 1 

FEDERAL DEPOSIT INSURANCE CORPORATION 

LIABILITILS AND THE 
DEPOSIT INSURANCE FUND: 

-UNAUDITED- 

December31, Dacember31. 
1979 1078 

Acccunta pay&lo and eoorud Ilabilltl.m s 6,309 $ 4,963 

Lanort lnolwy, eocrow tuft& and 
collodom held for otimm 1,920 4,893 

&Nxuod l lwal low. d omdoyea 6.303 4,716 

Duo lnutrod banka: 
Net rreesuwnt income crdits: 

Aveilabb July 1, 1979 0 443,101 
Avrilrbk July 1, 1980 (Nota 6) 624,672 0 

Avrikbk excw credits @Jot0 7) 13.991 11.990 
TOW 638,663 466,091 

Llabllltlr Inaurrod In fWwor of Inwod bmkr: 
Notr pavat plu8 awued interest (Note 8) 
Dqwriton’ claim8 unpdd 

TOW 

14,671 16,166 
802 861 

16,373 17,027 

Total lhbllltios 666,648 466,690 

Dapoeit Inwrmce Fund 9,792.732 8,7@6.@63 

Total Lhbllltlom and the Dopoelt Inrurmce Fund $10,36S.360 $9,262,683 

The accompanying rummary of rignifiient policies and notes to financial statementa are an integral part of 
thele strrtementr. 

Our opinion on this statement appears on page 1 of the letter. 



SCHEDULE 2 SCHEDULE 2 

COMPARATIVE STATEMENT OF INCOME 
AND THE DEPOSIT INSURANCE FUND llrI thousands) 

Fwtiwtwolwmon8ls*Idd 

December31, 
1979 Dzr 31' 

._--__ .-____.__ __ -_--_ . .._ ---..- _--. 

Rmronu8s: 
A#mssments mnal 
lntrnt on U.S. Government obligations 
Amqltizrtion of premiums and discounts hot) 
Intomt umod on notn rweivsbfr 
Othuincom 

Tow 
--- _-_- -. - 

s 881,970 s 810,532 
699,900 667,042 

4,433 (1,264) 
12,370 11.974 
17,280 7.313 

1,815,963 1.396.697 

- crodlts, Expenseo, rnd Lassos: 
Provi8bn for aarssmont credits 526,538 443,634 
Administrrtiw and operating rxpanses htl lNote 10) 108,791 103,289 
Nonncovrabb inrurancr expense8 4,137 5,409 
Provision for insurance losses (17,252) 38,532 
Loss on sab of securitbs 0 3,028 

Tow 619,214 692,392 
--____-___ -__-_-________ ___--... ----.---- -I-- ~ 

Net- 996,739 803,206 
- ~ - .  _ -  

- _ - _ - _ _ l - -  

Dopoelt Inwrwwe Fund-Januwy 1 8,7@6,903 7.992,788 
---- -- -_ -.-- ---.---.- --_ ..-- .---- ..---- 

-it Inourmc#l Fund-- 31 $9.792.732 $8,795,9@3 

The rccompanying summery of significant poliiies and note8 to financial statements are an integral part of 
then rtrtemultr. 

Our opinion on this statement appears on page 1 of the letter. 



SCHEDULE 3 SCHEDULE 3 

COMPARATIVE STATEMENT OF CHANGES 
IN FINANCIAL POSITION Iln thousands1 

FEDERAL DEPOSIT INSURANCE COHPUWATION 

FW~hrlWfIthmonthr~ 

fIwxmbm31, Derambw 31, 
1979 1978 

- .__ 

Phu~~ld Rmowcm Wuo Frwldad From: 

OPUatbftB: 
Nat d8podt insunnca l samsmant8 
fntamat on U.S. Gdvammmt obligatbnr 
tntomst on nota# racdvabla 
othuincoma 

Total 

S 350,432 S 366998 
699,900 567,042 

12,370 11,974 
17.2@Q 7.319 

1.086.W$ 9w.327 

LOO.: 
Adminiatmdva and ofmating exp~aas, 

notofdovmcktkn 106,666 103,164 
Nonncwmbk lnsumwr l qmnrcg 4.137 5.409 

TOMI 110.7ep lO(I.MIZ 

Raaowa.8 provldod from @emloM 976.18@ 644,764 

Maturity and 8qlo of U.S. Govwnfnant obliiatbns. 
loss, $3,626 not loa in 1978 

Cdkcfionr mdvod on mot8 wquimd in mcaivsr- 
rhip and dapoeit maump6on tmmactionr 

lncmaw in awsrmmt cradlh due banks 
Dacraar in cwh 

Told flnnnaid faot#OI provldod 
---- - - - - --..- -- .-~ ._ -... 

879.975 794,469 

341,542 799,246 
83,562 20,355 

2,820 4.320 
62,263,096 $2,46@.186 

-- --_-._ -_.__ -..----.-. 

Fhnuhl Reeoureoa W&e AQolld To: 
Purchau of U.S. Govommant oblbationr 
lncnrw MDC~OUO~ in U.S. Tmnury Om-Day Cartificatas 

(Total purcha$aa - $35,628,626 in 1979 and 
$37.679.123 in 1978 

$2,248,816 S 1.686.705 
(132.1201 194,042 

Total maturitiaa - $3S,960,746 in 1979 and 
$37,485,081 in 1978) 

Acqui&ion of Ama& aoguimd in racrivarship and 
dwodt rmmption tmnoactim 

lncma8e in accruad intumt on eacuritii 
Nat chmga kl othu amat and liabilitirr 

Tow flnutd~l rmaIr0.a rppllad 

141,078 554.280 
23,791 24.763 

3,523 9,366 
$2.283.068 92.499160 

fh ~compmying summary of significant policies and notes to financial statemants ara an integral part of 
them Btatamontr. 

Our opinion on this statement appears on page 1 of the letter. 
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SCHEDULE 4 SCHEDULE 4 

FEDERAL DEPOSIT INSURANCE CORPORATION 

COMPARATIVE STAT~J~~ OFADMINISTRAT~VE 
AND OPERATINQ EXPENSES (In thousands) 

December 3 1, December 31, 
1979 1978 

Pwaodsuviooa: SdUi.8 $ 67.420 S 62,617 
m horgitcllizrtion, and Iifa insumntx 6,630 0,228 
Logalandprofwrknrl~ 677 820 
OthUCOIWCtUd~ 241 180 
Education nd brining 198 136 

76.174 69,980 

Trovok Regular tmvd 14,270 16,609 
chart@ of atatkn 902 820 
othutmvd 30 2 

16,202 16,301 

Bulldlng end Lesaod spaoa: Opwation of hoadquwtus building 1,740 1,509 
Lr8od offka #pace 5.536 4.826 

7,276 6,336 

EqulpnuIt: Purchoao 1,601 3,330 
Rental 1,215 1,269 
Maintenance and opuatkn 207 142 

2,923 4,737 
&#&a# and klnted Mattr 1,902 2,137 

OthuEx~: Comfnunicatkns 3,086 1.826 
Cafeteria and dining room 76 133 
Employu and other conferences 17 496 
Joint studiaa and grants 40 2 
Training materblr. tuition, and fW 384 479 
Othr empkbyae benefit8 770 747 
Mtillanaour 256 244 

4,616 3,927 

Total Adminirtratlvo and Operating ExWM*m 107,0@3 103,497 

Lou Rocovr~l* Exwna- and 0th~ Crdita 302 208 

Total Not A&nlnbtr~tivo and DpWatlng Exwnaor $106,791 $103,289 

The accompanying summary of significant polickm and notes to financial statements am an integral part of 
the8e 8tatemults. 

Our opinion on this statement appears on page 1 of the letter. 
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SUMMARY OF SIGNIFICANT ACCOUNTINQ POLICIES 

Donarrl. These statements do not include accounWility for assets and liabilities of closed insured 
banks for which the Corporation acts as receiver or liquidating agent. Periodic and’ final accountability 
reports of its activities au receiver or liquidating agent are furnished by the Corporation to courts, superviso- 
ry authoritler. and others as required. 

U.S. Qovmmont Obllgetlom. Securities are shown at amortized cost which is the purchase price of 
the securities less the amortized premium or plus the accreted discount. Such amortization and accretion 
are computed on a daily straight-line basis from the date of acquisition to the date of maturity. 

Deposit Ineuronco Aasoummnta. The Corporation assesses insured banks at the rate of l/l 2 of one 
percent psr Year on the bank’s average deposit liability less certain exclusions and deductions. ASWQS- 
ments are due in advance for each six-month period and credited to income each month. Section 7(d) of 
tha Federal Deposit Insurance Act states that each July 1, sixty-six and two-thirds percent of the Corpora- 
tion’s net assessment income from the prior calendar year be made available to insured banks as a prorated 
credit against the current assessment due. 

Allowonco for Loaroa. It is the policy of the Corporation to establish an estimated allowance for loss at 
the time a bank fails. These allowances are reviewed every six months and adjusted as required, based on 
the financial developments which accrue during each six-month period. The Corporation does not state its 
estimated contingent liability for unknown future bank closings because such estimates are impossible to 
make. The Corporation’s contingent liability for eventual net losses depends upon factors which cannot be 
assessed until or after a bank has actually failed. The Corporation’s entire deposit insurance fund and bor- 
rowing authority are available. however, for such contingencies. 

lhpreclatlon. The headquarters building is depreciated on a straight-line basis over a 50-year estimated 
life. The cost of furniture, fixtures, and equipment is expensed at time of acquisition. 

hcleeriflcrtione. Certain reclassifications have been made in the 1978 financial statements to con- 
form to the presentation used in 1979. 

NOTES TO FINANCIAL STATEMENTS - DECEMBER 31, 1879 and 1978 

1. U.S. Oovnnment Obllgatione. All cash received by the Corporation which is not used to defray operat- 
ing expanses or for outlays related to assistance to banks and liquidation activities, is invested in U.S. Trees- 
ury securities. As of December 3 1, 1979 the Corporation’s investment portfolio consisted of the following: 

Mawrlty lbdptkm 

lh thourmdd 

PNbwW Book v*hm Market Valm coat 

l.DW Spacwl Trarrwy 
CartJicrtn s 141.922 s 141,922 $ 141:922 s 141.922 

ha Than us1 Notorsnd 
1 Year eondr l.091.002 1.079.872 1.058.910 1.074.447 

2-s Ym us1 Notaaand 
0ondr 3.799.920 3.799.232 3.524.120 3.799.448 

e-10 Yaara UST Notosmnd 
eoildr 4.368,626 4.355770 3.978.482 4.359,313 

ovulOYm USTNoterand 
Bonda 75,540 72,999 59,634 __ 71,900 

$@.466,016 $Q.UQ.S96 58.763.04e $0.~.039 

--._ --.-- - .-.-... .- --.. -_ --.. ---.. ---- . ..- __-- - _._. - .________ ______ 
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FEDERAL DEPOSIT INSURANCE CORPORATION 

2. m~~mor, f0f l.4108~. Afl MJvrlr of tfu chmngn in the dbwanc0 for bus On the *cwnt8 desdbed 
bDbwforye8muKkd Dw.mb8r 31.1979 and 1978 fobws: 

1979 1978 
Dmpodld claims m&l: 

~gg$y!@“- 
s 14.475,ODD s 16.032.000 

Provbbnc~to.- 4,100,OOO 3Do.DDD 
~rdourbrwnt~prlor~ ~1.775.000) (1,214,OOO) 
Wh-Off8ttmJlutkn Q (643.900) 

Ewrror.r‘ldofpwkd 16.8QQQQ 14.476.DOQ 

LOWUldOWtSpWCh@d: 

~&~OfP-J 240,703,SOO 210,709,400 

Provblon chirgul to oxpaM@ 9,266,OOO 7,606,OOO 
Fwuqumwnttopkr~ ~27,683,0001 23.735.100 
Wh-OfftitUddOll (11.600) (1.188.ooo1 

Ewance,uldofprrkd 222.324.OOQ 240.763.600 

Amota whoad outrQht: 

@g-*ofm 39.4 10,000 33,400,OOO 

Plwl8lon ch&d to 8XfmnW 0 

ititi%t- 
~1.160,OOz 8,010,000 

0 0 
8duKM.ondofpdod 38.260.000 39.4 1 o.wQ 

$277,394,000 $294,848,600 
.----- --_-_- 

3. Notm Purolueed to Fmllltata Dapoalt h --. Tha Corpomtion’r outstanding principal on 
notea mceivoblo, pur&sod to facilitata doposii ~rrumptionr and mer9am of dosed insured bank8 under 
8ectkm 13& of ti Fodaml Depoeit Insumnce Act. at December 31, 1979 and 1978 am: 

1878 1878 
CMng Elmk 8 1,oDo,ooD 8 1.000,000 
MarIn Natimal Exchmgo 8ank of Mitwaukea 1.500.000 1.500.000 
Firat Tuwwewa Notional Corpomtion 16,000,OOD 18.OOO.OOD 
First Tnrmrw fWond Bank 8.000,000 8.000.000 
Lnk Loumi Twt Complny of New York 8.750.000 10.000.000 
h&W &bSM 8WlCShWOB. hC. 5.833.333 8.688.887 
Europoan-An&can 8ancorp. 86.000.000 86,000,OOO 
Orovws 8ank ot Chicago 4.000,000 4.000.000 
Town-Country Nationrl Bank 250.000 260.000 

$130,333,333 $132,418,887 
.-- 

4. Notm Fuctmed to Aulrt Opomtlng 8onks. The Corpomtiin’r outstanding principal on notes 
mcdvobto, purcharrd under authority of Section 13(c) of the Federal Deposit Insurance Act, at December 
31, 1879 and 1978 am: 

1878 1978 
Unity Lnk and Trust Company 
8enk of the Commonwealth 93;:IizK% 

8 1,600,ODD 
35.500,OOO 

$37,ooo,ooo $37,ooo,ooo 
------.--I -- -.. ..---. - .-...--. -.-. -- .._._ ._ ____ ___. .._ ___ __ __ 
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6. Miwollanoaus Aawto. The Corporation’r miacatbneous assets at December 31,1979 and 1978 are: 
1979 1978 

Rsceivsbbr 
Prepaid hem8 ‘x%2 

$1,748,OBO 
l,Oll.oCQ 

$2.761.000 $2,769,000 

6. Aweswed Crodlb Due @mka July 1,198O. Tha computati of net auuamm tincomacrumtsthrt 
wffl bocorne avaibbb to bankr on JuC 1, 1900 is w foUows: 

computatbn: 
Gross Auc#sment lncoma C.V. 1979 
Less: Admhbtrativa utd Opmtln~ Expanret 

ProvbtonforLouee 
Insurance Ergmo 

Net Aaaesrrmnrt tncoma 

DiSVlbUtkn: 
l/3 to F.D.I.C. 
2/3 to Insured 8mks 

Awwsment CruSt Available to 8ankt - Juty 1, 1980: 
Amaunmnt Cmdit C.V. 1979 
Prbr vwrs cmdna 
Asaaunent Credit Avaibhla July 1, 1980 

$880,403,000 
$106.791.000 

tl7,262,000) 
4.126.000 93.664.000 

$292.249.000 
524.493.000 

$S24.493,000 
179,000 

~672.000 

Effect&a Rate of AIwrrnnnt for C.V. 1979: l/30 of 1% of Total Aswusbb Dewsits 

7. AvaNabde Excess Cro&a. As of December 31,1979 and 1978, asseasmenb receivabb from insured 
bmkr rofbcted credit babncw rsprasmting axce68w of essessment income crediia made availabb to 
bawd banks an J& 1, 1979 and 1978 ovar assessments due for the last six month8 of each cabndar 
yes. These excess credits continued to be avaibbb to insured banks at the heginning of the next awass- 
merit perbd in the fotbvvbg cabrubr yam. 

8. Notn Payable. Then amounts mt the unpaid principal and accrued interest on the Corporstbn’s 
unaacured notee daaignated “6.775% Serbs A Notes due January 1, 1988” and “5.775% Serba 8 Notes 
due January 1, 1990” as wt forth in the consents. exchange agreement, and agreements of rebaw and 
satbfactbn nbted to the sab of Franklin Buitdinqs. Inc. to European-American Bank and TruM Company. 

9.8o@hem 8anoorporatfon Note Rodvrblo. On December 9, 1976, Southern Bancorporation repaid in 
fuH the $8 million note that the Corporation had purchssed on September 24,1974. Southern Bancorpora- 
tion financed thii transaction by obtaining a loan from First Union National Bank of North Carolina. To 
induce FUN8 to enter the loan agreeman t, the FDK agreed to guarantee the payment of 75 percent of the 
unpaid princciprl amount of the 1-n on the terms snd conditions set forth in the guarantee agreement. As of 
December 31, 1979 and 1978, FUN8’s outstanding principal due on the loan totaled $5.8 million and $6.6 
mimn. mspwtiwly. 

10. Leaee Commltmenta. Rental sxpenw of S4,656.000 (1979) and $3.916.000 (1978) for office 
premier haa heen charged to expense. Minimum rentals for each of the next 5 years and for subsequent 
ywn thereafter are as follows: 

1980 1981 1982 1983 1984 1985 or after 

$4.249.000 $3.696,000 53,369,ooo 8 1.988.000 $1.492.000 $3.466.000 

Mart office premise bau agreamanta provide for increase in basic rentals resulting from increased proper- 
ty taxes and maintenance expense. 

8 



ADDITIONAL GAO NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1979 and 1978 

1. To more appropriately reflect the status of cash on deposit in 
the Corporation's accounts, cash totaling 8 .6 million, which was 
in liquidator's possession and control at December 31, 1979, has 
been included in the loans and assets purchased account. The prior 
period statement included cash totaling $2.1 million, which was in 
liquidator's possession and control at December 31, 1978, in the 
Corporation's cash account. 

2. About $26,000 of the Corporation's cash, and about $500,000 of 
the cash in the loans and assets purchased account were based on 
a December 21, 1979, cutoff date for the year-end cash reconcilia- 
tions. Test analyses of the affected December 21 and December 31 
bank statement balances did not indicate differences which would 
materially affect the statements as presented. 

(412001) 
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